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THE HIBERNIA FIASCO: RECENT EFFORT OF THE 
PRUSSIAN FISCUS TO ACQUIRE COAL MINES. 

The recent developments in the coal mining industry in 
Germany have been of a character to attract wide atten- 
tion. Conspicuous among these events is the effort of the 
Prussian Fiscus to acquire control of the coal mining com- 
pany Hibernia. A proper understanding of this event re- 
quires some knowledge of the present situation of the Ger- 
man coal industry. 

Hibernia is a mining company in the Rhenish- Westphalian 
or Ruhr district. This coal region has the largest produc- 
tion of the European continent. The Dortmund Mining 
District, which is nearly identical with the region in ques- 
tion, had an output of 67,533,681 metric tons in 1904, 
which was 55.9 per cent, of the total production of the Ger- 
man Empire. The mines in the Ruhr (with only two im- 
portant exceptions) are combined in a cartell called the 
Rheinisch-Westfalische Kohlensyndikat. This syndicate 
practically fixes the price of coal for a large part of Ger- 
many, and for some neighboring regions also. In 1903 it 
was renewed for a term ending in 1915. Such an agree- 
ment is perfectly legal in Germany, where such combinations 
are as numerous as the so-called trusts in the United States. 
Public attention has been repeatedly attracted to this syn- 
dicate during the last five years. In 1900 there was a coal 
panic, and retail prices rose very high. An investigation 
made by the Prussian Abgeordnetenhaus exonerated the 
syndicate. It came off with flying colors also in the more 
recent (1903) and more extended enqutte held under the 
auspices of the Imperial government. In the beginning of 
1904 there was a brief coal strike, — the first important strike 
since 1889. The workmen surrendered on the promise of 
the government to investigate their complaints. 1 In the 

1 The result of the government's investigation was a bill, introduced during the 
session 1904-05, for the amendment of the mining labor law, which regulates cer- 
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spring of the same year, attention was called to the Ruhr 
district by the fact that a number of unprofitable mines 
were shut down. There was a great outcry that the la- 
borers were deprived of their means of livelihood, though, as 
a matter of fact, they seem to have readily found employ- 
ment in the same district. 1 At the same time a great steel 
combination was formed on the model of the Coal Syndi- 
cate, and in close alliance with it. Besides this there have 
been from time to time mergers of important coal and iron 
concerns. The syndicate has thus been kept constantly in 
the public eye. 

Until very recently the attitude of the Prussian and 
Imperial governments has been favorable to the cartells. 
In the spring of 1904 the Prussian Minister of Trade and 
Industry, Herr Moeller, in a speech before a bankers' con- 
vention, declared that the cartells were a necessity. The 
attitude of the Prussian Minister of Finance has been equally 
favorable. Referring to the projected steel cartell, he de- 
clared in the Abgeordnetenhaus on January 19, 1904, "I 
hold for my part that such an organization is absolutely 
indispensable." Evidence of this sort might be multiplied 
indefinitely. 

Such having been the attitude of the government, its 
effort to secure Hibernia assumed great importance in in- 
dustrial circles, because it seemed to indicate a change of 
policy, and to some it appeared as the beginning of a gen- 
eral scheme of nationalization of the coal fields. The mere 

tain matters concerning which the mine workers complained, and particularly (a) 
length of day's work, especially at points of high temperature; (6) limitation of 
tines; (c) abolition of "Wagcn-nullena," — i.e., annulment of payments on improperly 
loaded mine cars; (d) over-time; and (c) compulsory establishment of committees 
of laborers to represent labor interests in certain matters. Speaking of the atti- 
tude of the government to the coal industry, one of the spokesmen of the operators 
remarked on the sudden change in that respect, and described the proposed inter- 
vention as a " Huaarenritt" in the battle between capital and labor. 

IThe government in this case found little cause for complaint, but it introduced 
a bill during the session 1904-05 providing for an amendment of §65 of the mining 
code, to the effect that, where there was a preponderant public interest demanding 
continuation of operations, those mines which showed a prospect of profit should 
not be shut down. The enforcement of the law lies, of course, with the Prussian 
mining administration. 
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purchase of Hibernia was not, of course, a very radical 
step for a government which already had such large mining 
interests as the Prussian Fiscus. The Fiscus is already the 
largest coal producer in Germany, producing altogether 
about fifteen million tons in 1904, in the Saar district and 
in Upper Silesia. Nor would the acquisition of Hibernia 
signify the beginning of government ownership in the 
Ruhr, because already in 1902 it had entered that district 
with the purchase of the undeveloped Gladbeck mine and 
extensive coal fields. In 1903, when the syndicate was 
being reorganized, the Fiscus was invited to enter with the 
Gladbeck mine, and Herr Kirdorf, the chairman of the 
syndicate, proposed to the Minister of Trade and Industry 
that the Fiscus, if it entered, should have a veto on any 
proposal to advance the price of coal. At that time, how- 
ever, the government did not desire to join the syndicate. 

The Bergwerksgesellschaft Hibernia in Heme, the mine 
which the Fiscus determined to acquire, had in May, 1904, 
a share capital of 53,500,000 marks. Its dividends, from 
1900 to 1903, inclusive, were 15 per cent., 13 per cent., 10 
per cent., and 11 per cent., respectively. Its chief financial 
relations appear to have been with the Berliner Handels- 
gesellschaft and S. Bleichroder in Berlin, and its directors 
include prominent industrial leaders, such as Behrens, 
Haniel, Lueg, and Junghann. Hibernia is the third largest 
mining company in Germany. It possessed in 1904 eleven 
deep shaft mines and a quota in the syndicate of 5,416,500 
tons out of a total for all members of 73,156,633 tons, or 
7.5 per cent, of the total. 

The procedure of the government in its effort to acquire 
Hibernia, and the events that followed, created a degree 
of excitement in industrial circles which it would be diffi- 
cult to exaggerate. It appears that Minister Moeller be- 
came somewhat uneasy over the increasing concentration 
in the coal industry and the increasing power of its leaders. 
At any rate, in May, 1904, he began to cast about to see 
what could be done to increase the influence of the Fiscus 
as a check on the syndicate. The mine Hibernia afforded 
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the most favorable conditions for acquisition by the Fis- 
cus, not only on account of its size and advantageous con- 
ditions of production, but also because it was purely a min- 
ing company. Instead, however, of going to the company 
directly and making a proposition to purchase it, he deter- 
mined to try to get control of it in the stock market. For 
this purpose he chose the Dresdner Bank as an intermediary, 
and offered to pay 240 for Hibernia shares on the delivery 
of three-fourths of the total issue of that date, together 
with a 5 per cent, commission, provided the constitu- 
tional authorities subsequently authorized the transac- 
tion. At that time the stock was quoted at 196£ (June 
16). The Dresdner Bank proceeded to buy up the stock, 
at prices which rapidly advanced. At the end of June the 
price was 206, by July 15 it was 211, and on July 25 it had 
reached 220. Other stocks, particularly coal stocks, ad- 
vanced in sympathy. This rise was called afterwards, 
when the cause of it was discovered, the Moellerhausse. 

Suspicions were directed in every quarter except the right 
one, because the government on several occasions had 
stated its determination not to extend its holdings in the 
Ruhr, and Minister Moeller had told a director of Hibernia, 
as late as May 5, 1904, that the government had no such 
intentions. The rapid rise in the price of the stock made 
it evident to the Dresdner Bank that it would have great 
difficulty in getting the requisite number of shares, and 
this danger was increased by an unexpected action of the 
directors of Hibernia. On July 26 the directors decided 
to recommend an increase in the capital stock of 6^ million 
marks. This was done apparently without suspicion that 
it was the State which was trying to get the stock, and it 
was alleged that the action was taken solely for necessary 
improvements which had been under contemplation for 
several months. In consequence of this action, which, 
in the ordinary course of events, would be ratified by the 
general assembly of the company, the Dresdner Bank saw 
that it would be very difficult to obtain even a majority of 
the stock, and it therefore approached the Handelsgesell- 
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sehaft, Bleichroder, and the Deutsche Bank to get their 
aid in carrying out the enterprise. The cat was thus let 
out of the bag! The leaders in the industrial region be- 
came greatly excited and highly incensed against the min- 
ister, especially for trying to get control through the assist- 
ance of their own bankers. The bankers thus approached 
all refused to touch the business, and some of them at 
least professed great indignation at the thought that they 
would sell out their clients. The conflict continued on the 
Borse. On July 28 Hibernia was quoted at 230. It was 
on the evening of this day that the purpose of the govern- 
ment became generally known. Owing to the solid oppo- 
sition presented by the chief holders of the stock, it was 
apparent that purchase in the share market was a forlorn 
hope. The government, therefore, came forward on July 
29 with an offer to the company to exchange, in the pro- 
portion of 8,000 marks in government bonds at 3 per cent, 
for 3,000 marks in the shares of Hibernia for the whole 
capital stock of the company. 

The general assembly of Hibernia met on August 27, 
1904. Its first action was the approval of an increase of 
the share capital by 6^ million marks. Its second action 
was to decline the offer of the Prussian government. The 
Dresdner Bank did not vote its holdings. Thereupon it 
made a protest that the refusal of the government's offer 
was not definitive, because less than two-thirds of the share 
capital was voted. The general assembly then voted to 
place the new stock issue in hands which could be trusted 
to maintain the independence of the company. In con- 
sequence of the disputed validity of the vote of August 27, 
which refused the government's purchase offer, a second 
general assembly was held on October 14, 1904, when the 
proposition was again defeated, the vote standing 31,265,200 
marks against 27,430,800 marks of the voting capital. 
The parties representing the government also failed to 
procure the repeal of the vote of August 27, increasing the 
capital stock, and in consequence they brought an action 
in the courts. This case has already been passed upon in 
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the court of first instance, which declared that there was 
nothing therein contrary to law.. 

When it was seen that the Dresdner Bank could not get 
the stipulated three-fourths of the capital stock, the govern- 
ment changed the agreement so as to take the shares act- 
ually obtained at the price previously agreed on. The 
Fiscus finally got possession of 27,552,800 marks of the 
share capital. The quotation of the stock went as high as 
290. In connection with its purchase offer the govern- 
ment published, through the semi-official Berliner Korre- 
spondenz, a statement that it did not intend to acquire any 
other coal mines. In this connection, notice should not be 
omitted of the fact that the syndicate sent a formal invita- 
tion for the entry of the fiscal mine Gladbeck as a member 
(September 22), but this invitation was again declined. 

The government brought a bill before the Prussian 
Abgeordnetenhaus on November 18, to procure a ratifica- 
tion of its tentative agreement with the Dresdner Bank 
and of its purchase offer to Hibernia. In the report ex- 
plaining this bill it was stated that the principal reason for 
the proposed step was that "there has developed in the 
current year in many directions a marked change in the 
balance of power in the Rhenish-Westphalian industry. 
A considerable number of works have been merged with 
other larger works; and also, within the larger concerns, 
through the transfer of considerable amounts of shares in a 
few hands, the way has been paved for the formation of a 
community of interest between large coal and iron works, 
as well as coal dealers and shipping companies. Against 
this development the strengthening of the influence of the 
State, through the extension of the State mining opera- 
tions, appears as an undeniable necessity." It was also 
stated that "the royal government regards a further de- 
velopment of government ownership as thoroughly inad- 
visable, both for economic and political reasons, and there- 
fore is entirely opposed to such a project." 

The introduction of this bill into the Abgeordnetenhaus led 
the shareholders of Hibernia to band themselves together 
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more firmly than before. In the House itself the spokesmen 
of the industrial interests met the government in a lively 
and somewhat acrimonious debate. The principal interest 
in this debate was that it gave an indication of the attitude 
of the government towards industrial combinations. Min- 
ister MoeUer declared that he had been, and remained, an 
advocate of the cartells, provided they pursued a reason- 
able and statesmanlike policy. He said that the Coal 
Syndicate had justified itself up to 1903, when it was re- 
organized, but that it had been too dilatory in reducing 
prices during the industrial depression. He characterized 
the combination of the shareholders of Hibernia to pre- 
vent the government from getting control as a Trotz- 
trust, and advised them to refrain from provocative and 
theatrical measures. He admitted that there was no press- 
ing necessity for government intervention in the policy of 
the syndicate, but he asserted that, if the government neg- 
lected this opportunity to increase its possessions in the 
Ruhr, it would not find another so favorable. He declared 
that the influence of the government in the syndicate 
would be highly beneficent both for the syndicate and for 
the public. On the other hand, the government did not 
wish to have a veto against any advance in the prices of 
coal, and such a concession would be a Danaergeschenk 
which would cause the government great embarrassment. 
Finally, he warned the syndicate against monopolistic ten- 
dencies, and asserted that the people would prefer a State 
monopoly to a private monopoly, though he would lament 
the establishment of a State monopoly, as marking the 
beginning of the decline of German industry. 

It is not important to follow the debate in detail. A 
number of speakers attacked the government's policy, 
but there seems to have been more objection to Minister 
Moeller's methods than to the ends he aimed at. There 
was a strong personal animus in the remarks of several of 
the speakers. It seems to have been generally under- 
stood, however, that the government would be able to put 
the bill through. The bill was referred to the Budget Com- 
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mission, which reported favorably. The Abgeordneten- 
haus passed it on January 23, 1905, and the Herrenhaus 
in the month following. The State thus became a minority 
shareholder in Hibernia. The other shareholders in the 
mean time (December 12, 1904) had banded themselves to- 
gether into a sort of voting trust by the formation of a 
company entitled Gesellschaft Heme, Vereinigung von Hi- 
berniaaktionaren, G. m. b. H., with a capital of 36,000,000 
marks, which holds a majority of the Hibernia shares. 
The syndicate is a shareholder in this company. This 
was the culmination of the Trotztrust (defiance trust), 
denounced by Minister Moeller, — a combination which 
Syndicus Hirsch, of Essen, declared to be a Trosttrust 
(consolation trust). 

As the matter stands to-day, therefore, it is the govern- 
ment against the syndicate. If the government's claim, 
that the issue of the 6£ million of share capital is illegal, is 
upheld by the courts on appeal, it will possess a majority 
of the stock. So far the courts have decided against the 
government's claim. Certainly, as a minority shareholder, 
it cannot expect to have much influence in the counsels of 
Hibernia against the solid opposition of the Trotztrust. 
About the only thing it can do is to prevent Hibernia 
from being merged, for example, with any large iron con- 
cern, because such a merger requires a three-fourths ma- 
jority. But, even if the Fiscus does get control of the 
stock and of the vote of Hibernia in the syndicate, it would 
be a mistake to conclude that its influence would be very 
great unless there were sharp divisions in the counsels of 
the cartell. It will certainly be of no avail to prevent the 
merging of other coal companies, — the alleged evil which 
was specially referred to in the bill, — and it is difficult to 
understand what the government expected to accomplish 
in that direction. 

In conclusion it may be said that the policy of extending 
government ownership of coal mines in the Ruhr, to the 
extent of buying Hibernia, seems to have a reasonable 
basis in the government's own need for coal; and this is 
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often conceded quite as freely in the circles of the coal in- 
dustry as elsewhere. The method, however, by which the 
government sought to accomplish it is considered very ob- 
noxious. This alone would not account for the serious 
way in which the affair has been taken. The energetic 
opposition to the purchase of Hibernia, which has become 
a part of the propaganda of the coal mining interests, 
arises chiefly from the fact that they have little confidence 
in the assertions of the government that the business will 
go no further. 

Francis Walker. 
Washington, D.C. 



